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Division of Developmental Disabilities 
Administrative Services Subcontractors 

Operations Policy Manual   
Chapter 200 

Claims 

1 203 CLAIMS PROCESSING 
2 

3 REVISION DATE: XX-XX-XXXX 
4 EFFECTIVE DATE: October 1, 2019 
5 REFERENCES: A.R.S. §§ 36-2903.01.(G),; 36-2904.G; 42 § C.F.R. 
6 438.242(a);, 45 §§ C.F.R. 160.101 et seq., 162.100 et seq., and 164.102 et 
7 seq.,; AHCCCS Contract; Section F3 Contractor Chart of Deliverables 
8 DELIVERABLES: Claims Dashboard 
9 

10 PURPOSE 

11 This policy outlines the applies to the Division’s Administrative Services 

12 Subcontractors (AdSS). It stipulates requirements for the adjudication and 

13 payment of claims for the Division’s Administrative Services Subcontractors 

14 (AdSS). See Section F3, Contractor Chart of Deliverables.  

15 DEFINITIONS 

16 A1. “Administrative Services Subcontracts” means - An Administrative 

17 Services Subcontract is a contract that delegates any of the requirements of 

18 the Division’s contract with AHCCCS., including, but not limited to the 

19 following: 1. Claims processing, including pharmacy claims, 2. Pharmacy 

20 Benefit Manager (PMB), 3. Dental Benefit Manager, 4. Credentialing, 

21 including those for only primary source verification (i.e., Credential 

22 Verification Organization [CVO]), 5. Management Service Agreements, 6. 
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23 Medicaid Accountable Care Organization (ACO), 7. Service Level Agreements 

24 with any Division or subsidiary of a corporate parent owner, and 8. CHP and 

25 DDD Subcontracted Health Plan. 

26 1.Claims processing, including pharmacy claims 

27 2. Credentialing, including those for only primary source verification  

28 3. Management Service Agreements  

29 4. Service Level Agreements with any Division  

30 5. Subsidiary of a corporate parent owner claims process. 

31 2B. “Clean Claim” means  – Aa claim that may be processed without 

32 obtaining additional information from the Providerprovider of service or 

33 from a third party but does not include claims under investigation for 

34 fraud or abuse or claims under review for medical necessity, as defined 

35 by A.R.S. § 36-2904. 

36 3. “Medicaid National Correct Coding Initiative Edits” means correct 

37 billing code methodologies set by the Centers for Medicare and 

38 Medicaid Services that are applied to claims to reduce improper coding 

39 and thus reduce improper payments of claims. 

40 
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41 4. “Member” means the same as “client” as defined by A.R.S. § 36-551. 

42 5. “Provider” means a person, institution, or group engaged in the 

43 delivery of services, or ordering and referring those services, who has 

44 an agreement with AHCCCS to provide services to AHCCCS members.  

45 6. “Receipt Date” means the day a claim is received at the AdSS’s 

46 specified claim mailing address or received through direct electronic 

47 submission to the AdSS’s electronic claims processing system or 

48 received by the AdSS’s designated clearinghouse. 

49 7.C. “Subcontractor” means – 

50 1. a. A Providerprovider of health care who agrees to furnish 

51 covered services to Mmembers; or 

52 2. b. A person, agency or organization with which the 

53 Administrative Services Subcontractor (AdSS) has contracted or 

54 delegated some of its management/administrative functions or 

55 responsibilities; or 

56 3. c. A person, agency, or organization with which a fiscal agent 

57 has entered into a contract, agreement, purchase order or lease 
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58 (or leases of real property) to obtain space, supplies, equipment, 

59 or services provided under the Division agreement. 

60 A. CLAIMS PROCESSING SYSTEMS REQUIREMENTS 

61 Claims Processes and Systems 

62 1. The AdSS shallmust develop and maintain claims processes and 

63 systems that ensure the accurate correct collection and 

64 processing of claims, analysis, integration, and reporting of data.  

65 2. The AdSS shall ensure that These claims processes and systems 

66 generateresult in information pertaining to the following on 

67 areas: including, but not limited to, 

68 a. Sservice utilization,; 

69 b. cClaim disputes;, and  

70 c. Member grievances and appeals.; and 

71 d. Disenrollment for reasons other than loss of Medicaid 

72 eligibility. 

73 2. The AdSS shall must have a mechanism to inform 

74 Providerproviders of the appropriate place to send claims at the 
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75 time of notification or prior authorization using the following 

76 mechanisms: 

77 a.  The AdSS subcontract; 

78 b. The AdSS Providerprovider manual; 

79 c. The AdSS website; or 

80 d. Other Providerprovider platforms.if the provider has not 

81 otherwise been informed of such information via 

82 subcontract and/or a provider manual. 

83 Receipt Date 

84 3. The AdSS shall recognize tThe Rreceipt Ddate of the claim as 

85 is the date of the date stamped on the claim, or the date on 

86 which the claim is electronically received by the AdSS. The 

87 receipt date is the day on which the claim is received at the 

88 AdSS specified claim mailing address, received through direct 

89 electronic submission, or received by the AdSS designated 

90 clearinghouse. 

91 Claim Submission Timeliness 
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92 B. CLAIM TIMELY FILING, PAYMENT, AND REPORTING 

93 REQUIREMENTS 

94 1. A. Unless a contract specifies otherwise, tThe AdSS shall 

95 adjudicate claims ensures that, for each form type as follows, 

96 unless a subcontract specifies otherwise: 

97 a. , 95% of all cClean Cclaims are adjudicated within 30 days 

98 of receipt of the Cclean Cclaim; and 

99 b. 99% of all Clean Claimsare adjudicated within 60 days of 

100 receipt of the Cclean Cclaim. 

101 2. The AdSS shall ensure 95% of Clean Claims reach paid status on 

102 a Providerprovider’s first billing submission. 

103 3. The AdSS shall ensure less than 20% of a Providerprovider’s 

104 second submission of claims are denied. 

105 4. The AdSS shall must track and report submit a report to the 

106 Division with the following Clean Claim payment or claim 

107 payment denial information monthly: 

108 a1. Percentage of Cclean Cclaims that reach paidPAID status 

109 on a Providerprovider’s first billing submission. 
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110 The AdSS will ensure that 95% of all clean claims reach 

111 PAID status on the provider’s first billing submission. 

112 i. The AdSS shallwill highlight the appropriate field in 

113 the report and provide an explanation if the paid 

114 status percentage of Clean Claims this falls below the 

115 contract performance minimum of 95%. 

116 b2. Percentage of claims that are denied, calculated by 

117 dividing the total number of claims denied in the month by 

118 the total number of claims processed in the month. 

119 DENIED 

120 i. The AdSS shallwill highlight the appropriate field in 

121 the report and provide an explanation if the total 

122 percentage of denied claims reported is above 20%; 

123 or OR 

124 ii. The AdSS shallwill highlight the appropriate field in 

125 the report and provide an explanation if there is a 

126 15% increase of denied claims from the previous 

127 reporting month. 

203 Claims Processing 
Page 7 of 20 



Dra
ft 

Po
lic

y f
or

 Pu
bli

c C
om

m
en

t

 

 
 

 

 

  

 
 
   
 

  

 

  

 

 

  

 

  

  

 

 

   

 

 

 

  

 

Division of Developmental Disabilities 
Administrative Services Subcontractors 

Operations Policy Manual   
Chapter 200 

Claims 

128 

129 

130 

131 

132 

For example, if the previous month’s percent claims denied 

was 10%, the AdSS must provide an explanation if the 

current month’s percent is 11.5% or greater. 

Percentage of claims denied: 

Total number of claims denied in the month   

133 

134 

135 

B. 

Total number of claims processed in the month 

In addition, 95% of clean claims will be paid on first submission and 

less than 20% of second submission claims will be denied. 

136 5C.  The AdSS shallmust refer to AttachmentATTACHMENT B of the 

137 

138 

139 

140 

141 

142 

143 

6. 

DDD Claims Dashboard Reporting Guide for additional 

information on reporting guidelines. 

The AdSS shallmust not pay claims: 

aA. Claims iInitially submitted more than six months after the 

date of service for which payment is claimed or after the 

date that eligibility is posted, whichever date is later; or  

b.B. Claims submitted as Cclean Cclaims more than 12 months 

144 after the date of service for which payment is claimed or 
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145 after the date that eligibility is posted, whichever date is 

146 later. 

147 7. Regardless of any subcontract with an Arizona Health Care Cost 

148 Containment System (AHCCCS) Managed Care Organization 

149 (MCO), if one MCO recoups a claim because the claim is the 

150 payment responsibility of another AHCCCS MCO, the Provider 

151 may file a Clean Claim for payment with the responsible MCO. 

152 8. If the Providerprovider submits a Clean Claim to the responsible 

153 MCO, the Provider shall do so not later than the following 

154 timelines: 

155 a. 60 days from the date of the recoupment; 

156 b. 12 months from the date of service; or   

157 
158 
159 
160 
161 
162 
163 
164 

c. 

aA. 

12 months from the date that eligibility is posted; 
whichever date is later.  When any payor recoups a claim 
because the claim is the payment responsibility of another 
payor (responsible payor), the provider may file a claim for 
payment with the responsible payor. The provider may 
must submit a Cclean Cclaim to the responsible payor no 
later than the latest of the following dates:   
60 days from the date of the recoupment; 

165 bB. 12 months from the date of service, 
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166 

167 

cC. 12 months from the date that eligibility is posted, 

whichever date is later. 

168 

169 

170 

9. The AdSS shallpayor must not deny a claim on the basis of lack 

of timely filing if the Providerprovider submits the claim within 

the timeframes listed in item 7 of this sectionabove. 

171 

172 

173 

174 

175 

176 

177 

C.

10. The AdSS shall adhere to Cclaim payment requirements that 

pertain to both contracted and non-contracted Providerproviders. 

DISCOUNTSDiscounts 

1. The AdSS shall must apply a quick pay discount of 1% on acute 

hospital inpatient, outpatient, and freestanding emergency 

department claims paid within 30 days of the date on which the 

Cclean Cclaim was received. 

178 

179 

180 

181 D. 

2. The AdSS shall apply quick pay discounts to any acute hospital 

inpatient, outpatient, and freestanding emergency department 

claims billed on a CMS 1450 (UB-04) claim form. 

INTEREST PAYMENTSInterest Payments 
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182 1. The AdSS shall must pay interest on late payments and report 

183 the interest as directed in the Division Encounter Manual and the 

184 DDD Claims Dashboard Reporting Guide. required. 

185 2. For hospital, clean claims, Tthe AdSS shall must pay slow 

186 payment penalties or (interest) on payments made after 60 days 

187 of receipt of the hospital cClean Cclaim as follows:. 

188 a. The AdSS shall pay iInterest must be paid at the rate of 

189 1% per month for each month or portion of a month from 

190 the 61st day until the date of payment. 

191 b. The AdSS shall apply slow pay penalties or interest to any 

192 acute hospital inpatient, outpatient, and freestanding 

193 emergency department claims billed on a CMS 1450 (UB-

194 04) claim form. 

195 3. The AdSS shall pay interest on payments made after 30 days of 

196 receipt of a Clean Claim fFor authorized services submitted by a 

197 licensed skilled nursing facility as follows:, the AdSS must pay 

198 interest on payments made after 30 days of receipt of the clean 

199 claim. 
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200 a. Iinterest is paid aAt the rate of 1% per month; and  

201 b. (pProrated on a daily basis) from the date the Cclean 

202 Cclaim is received until the date of payment.  

203 4. The AdSS shall, Ffor non-hospital Cclean cClaims, the AdSS must 

204 pay interest on payments made after 45 days of receipt of the 

205 Cclean Cclaim as follows:. 

206 a. Interest is paid aAt the rate of 10% per annum; and 

207 b. (pProrated daily) from the 46th day until the date of 

208 payment. 

209 5. The AdSS shall must pay interest on all claim disputes as 

210 appropriate based on the date of the receipt of the original 

211 Cclean Cclaim submission, (not the claim dispute). 

212 E. ELECTRONIC PROCESSING REQUIREMENTSElectronic Processing 

213 and Remittance Advices 

214 A1. The AdSS shall must accept and generate required HIPAA-

215 compliant electronic transactions from or to any Providerprovider 

216 or their assigned representative interested in and capable of 

217 electronic submission of:. 
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218 

219 

220 

221 

222 

223 

224 

225 

226 

227 

2B. 

3. 

a. Accepted electronic submissions include eEligibility 

verifications;, 

b. Cclaims;, 

c. cClaims status verifications; and 

d., and Pprior authorization requests;. or 

e. The receipt of electronic remittance. 

The AdSS shallmust make claim payments via electronic funds 

transfer (EFT). 

The AdSS shall and accept electronic claim attachments.  

228 

229 

230 F. REMITTANCE ADVICES 

231 

232 

233 

1C. The AdSS shallmust generate an electronic remittance advice 

advice related to the payments or denials to Providerproviders 

that includes at a minimum: 

234 a1. The reasons(s) for denials and adjustments; 
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235 

236 

237 

238 

239 

240 

241 

242 

243 

244 

245 

246 2D. 

b2. A detailed explanation /or description of all denials and 

adjustments; 

c3. The amount billed; 

d4. The amount paid; 

e5. Application of cCoordination of bBenefits (COB) and 

copays; 

f6. Providers rights for claim disputes; 

g7. Detailed Iinstructions and timeframes for the submission of 

claim disputes and corrected claims;. and 

h. A link or supplemental file where claims dispute or 

corrected claims submission information is explained. 

The AdSS shallmust  send the electronic remittance advice with 

247 

248 

249 

250 

251 

252 

3. 

the payment, unless the payment is made by EFT.  The AdSS 

must either direct providers to the link where this information is 

explained or include a supplemental file where this information is 

explained. 

The AdSS shall send Aany remittance advice related to an EFT to 

the Providerprovider is sent no later than the date of the EFT.  
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253 G. GENERAL CLAIMS PROCESSING REQUIREMENTSGeneral Claims 

254 Processing  

255 The AdSS must follow all general claims processing requirements as 

256 described below. 

257 1A. The AdSS shallmust use nationally recognized methodologies to 

258 correctly pay claims, including:; these methodologies include but 

259 are not limited to: 

260 a1. National Correct Coding Initiative (NCCI) for pProfessional, 

261 aAmbulatory sSurgery cCenters, and oOutpatient 

262 sServices; 

263 b2. Multiple pProcedure or /Ssurgical rReductions; and 

264 c3. Global dDay evaluation and management E & M bBundling 

265 sStandards. 

266 2B. The AdSS shall ensure that the claims payment system must 

267 assess and apply data-related edits including: but not limited to: 

268 a1. Benefit pPackage vVariations, 

269 b2. Timeliness sStandards, 

270 c3. Data aAccuracy, 
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271 d4. Adherence to Division and AHCCCS policy, 

272 5e. Provider qQualifications, 

273 f6. Member eEligibility and eEnrollment, and 

274 g7. Overutilization sStandards. 

275 3C. If a claim dispute is overturned, in full or in part, tThe AdSS 

276 shall, if a claim dispute is overturned in full or in part, 

277 reprocesses and pays the claim(s): 

278 a. Iin a manner consistent with the decision; and 

279 b. wWithin 15 business days of the decision. 

280 4D. The AdSS claims payment system shall must not require a 

281 recoupment of a previously paid amount when: 

282 a. Tthe Providerprovider’s claim is adjusted for data 

283 correction, (excluding payment to a wrong 

284 Providerprovider;) or 

285 b. aAn additional payment is made. 

286 5. The AdSS shallmust ensure submit encounters are submitted in 

287 accordance with Division and AHCCCS standards and thresholds.  
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288 6E. The AdSS shallmust adhere to the following requirements when 

289 processing claims: 

290 a1. COB and tThird pParty lLiability requirements per contract, 

291 and Policy 201 and 434 in the Division’s Operations 

292 Manual; 

293 2b. Claims processing requirements per contract and the DDD 

294 Claims Dashboard Reporting Guide; 

295 c. Claims recoupments and refunds requirements per 

296 contract, Division Operations Policy 412, and the DDD 

297 Claims Dashboard Reporting Guide; and 

298 3d. All Health Insurance, Portability, and Accountability Act 

299 (HIPAA) requirements according to 45 C.F.R. §§ Parts 160, 

300 162, and 164. 

301 F5. The When the AdSS, when cost avoiding contractor cost avoids a 

302 claim, shall apply the following payment provisions apply: 

303 a1. Claims from Providerproviders contractedCONTRACTED 

304 with the AdSS: Unless a subcontract with the provider 

305 specifies otherwise, Tthe AdSS shallmust pay the 
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306 difference between the AdSS cContracted Rrate and the 

307 pPrimary iInsurance Ppaid amount, not to exceed the AdSS 

308 cContracted rRate. 

309 b2. Claims from Providerproviders not contractedNOT 

310 CONTRACTED with the AdSS: The AdSS shallmust pay the 

311 difference between the AHCCCS cCapped-fFee-fFor-

312 sService rate and the pPrimary iInsurance Ppaid amount, 

313 not to exceed the AHCCCS Ccapped-Ffee-Ffor Sservice. 

314 H. CLAIMS PROCESSING BY THE AdSS Claims Processing By AdSS 

315 Contractors 

316 1A. The AdSS shallmust requestobtain prior approval from the 

317 Division for obtaining subcontracts for regarding claims 

318 processing to be performed by or under the direction of a 

319 subcontractor. 

320 2B. The AdSS shall remainremains responsible for the complete, 

321 accurate, and timely payment of all valid Providerprovider claims 

322 arising from the provision of medically necessary covered 
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323 services to its enrolled Mmembers regardless of administrative 

324 service arrangements.  

325 3C. The AdSS shall must forward all claims received to the 

326 subcontractor responsible for claims adjudicationadjudicating. 

327 4D. The AdSS shallmust  require the subcontractor that processes 

328 claims to submit a monthly claims aging summary to the AdSS 

329 to monitor ensure compliance with claims payment timeliness 

330 standards. 

331 E5. The AdSS shallmust monitor the payment processing 

332 subcontractor’s performance on an ongoing basis and complete a 

333 formal review according to a periodic schedule. 

334 6. The AdSS shall, upon completing the formal performance review 

335 of the payment processing subcontractor: 

336 a1. As a result of the performance review, any deficiencies 

337 must be Ccommunicated any performance deficiencies 

338 resulting from the review to the subcontractor; 

339 b. Establish in order to establish a corrective action plan to 

340 address the deficiencies; and. 
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341 

342 

343 

344 6F. 

c2. Provide Tthe results of the performance review and the 

correction plan must be communicated to the Division 

upon completion. 

The AdSS shallmust monitor encounters received from the 

345 subcontractor to ensure encounters are submitted in accordance 

346 with Division and AHCCCS standards and thresholds.    

347 

348 
349 
350 
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